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HE primary objective of the na- 

tional defense program is to mobi- 
lize our economic resources as efficiently 
and quickly as possible. Secondary ob- 
jectives, of course, should be to dislocate 
normal economic activities and relations 
as little as is consonant with effective 
mobilization and to minimize the sever- 
ity of postdefense or postwar readjust- 
ments. A number of alternative or 
complementary procedures for mobi- 
lization are available; e.g., the direct 
method of complete governmental op- 
eration of industry, or indirect methods 
operating through fiscal policies, price 
controls, rationing, and priorities. Fur- 
thermore, the needs of the defense pro- 
gram may be met in whole or in part 
by (1) increased production through 
the use of otherwise idle resources or 
through imports, (2) reduced ordinary 
consumption, (3) reduced new invest- 
ment for nonwar purposes, or (4) de- 
pletion of capital in existence by use or 
sale of physical goods or securities or 
neglect of repairs and replacements,* 

It is axiomatic that effective mobiliza- 
tion must involve a complex integration 
of economic procedures and processes. 
Further, the integration is essentially 
organic in nature; hence adjustments at 
one point or in given ways will deter- 
mine both reactions and procedures else- 
where. Worse still, from the standpoint 
of simplicity in analysis, policies when 
possible should be developed from the 
point of view of postwar conditions as 
well as the current emergency. 

The statements up to this point are 
intended merely to indicate that the 
writers are thoroughly aware of the lati- 

1Cf. A. C. Pigou, The Political Economy of 
War (1921), Chap. 4. 


tude and the complexities of the issues 
raised by the defense program and that 
they wish to make it clear they are ad- 
dressing themselves to only two aspects 
of the problem of directing economic ac- 
tivities for effective mobilization, name- 
ly, tax policy and price fixing. Further- 
more, the discussion of price controls 
is limited for the most part to “price 
fixing” in order to hold the analysis 
within reasonable bounds. Prices may 
be influenced, and hence to some extent 
“controlled,” in a multitude of ways 
since almost any adjustment in particu- 
lar and general supply and demand re- 
lations has a price impact. Normally, 
if time, economic wisdom, and _poli- 
tics allow, governmental price controls 
should be exercised through the manipu- 
lation of the fundamental supply and 
demand relations rather than through 
direct price fixing. That is, price con- 
trols typically should be indirect. It is 
often overlooked that price fixing per 
se is superficial (unless it involves also 
an effort to mold market relations) be- 
cause it attacks the surface price phe- 
nomena instead of the underlying causal 
factors. But price fixing eventually 
forces the government (or private price 
fixing agency) to grapple with the basic 
underlying influences if it is to be rea- 
sonably successful. 


WHEN SHOULD GOVERNMENTAL PRICE 
Frxinc BE USseEp? 


It is assumed for the purposes of this 
paper that the bulk of “price control” in 
connection with the defense program 
will be exercised indirectly. For in- 
stance, the demand side of the price 
equation may be influenced by fiscal 
policies, rationing, appeals to patriotism, 
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voluntary and compulsory standardiza- 
tion of products, and other devices. The 
supply influences may be molded by 
fiscal policies, exchange controls, tariffs, 
investment policies, priorities, subven- 
tions, compulsory simplification of prod- 
ucts and practices, and antitrust suits, 
to mention merely a few procedures.” 
Governmental price fixing as such should 
be employed only when (1) it is neces- 
sary to meet a short-run emergency, 
(2) more effective means are not politi- 
cally or otherwise feasible, (3) no other 
recourses are open, and (4) to replace 
private price fixing when the private 
prices are too high and cannot be re- 
duced by antitrust regulations or other 
means. Those who object to all govern- 
mental price fixing overlook the great 
amount of private price fixing that is 
inherent in our imperfectly competitive 
economic order. 

The analysis will be centered upon 
the relative roles of governmental price 
fixing and tax policies in the control of 
economic activities under conditions of 
full utilization of resources (or approxi- 
mately so because of serious bottlenecks 
and shortages) and emergency pres- 
sures. The discussion of full utilization 
will be preceded by a brief analysis of 
the requirements of partial utilization. 
It is assumed that a mild inflationary 
movement not only will, but should, ac- 
company the defense program, and that 
control measures should be based on this 
assumption and should endeavor to in- 
sure that this condition will be main- 
tained. 


ParRTIAL UTILIZATION OF RESOURCES 


If the reservoir of idle resources is 
large enough to take care of the defense 
needs without a contraction or with an 


2Cfi. C. O. Hardy, Wartime Control of 
Prices (1940); Oskar Lange, “Economic Mo- 
bilization: Economic Aspects,” in Economic 
Mobilization (American Council on Public 
Affairs, 1940), pp. 12-26. 
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expansion of ordinary consumption, 
then taxation and price policy should 
be widely different from what they 
would be when a fundamental redirec- 
tion of production and consumption is 
required. The sequence of general ef- 
fects to an enlargement of total produc- 
tion has been analyzed during the past 
few years in the large literature on the 
multiplier. Under the defense program, 
as the unemployed are absorbed in the 
defense industries they would demand 
additional goods and services, which 
would lead to further employment in 
the consumers’ goods industries. From 
the point of view of fiscal policy, what 
is needed is new purchasing power 
rather than the transfer of purchasing 
power from private individuals and 
business enterprises to the government. 
If financing by bonds does not involve 
an equivalent reduction in consumer ex- 
penditures or if new money is issued 
directly, this additional purchasing 
power is made available to the govern- 
ment, allowing otherwise idle resources 
to be brought into use. The same re- 
sult is achieved if taxes are confined to 
the higher income groups absorbing 
funds which would not have been used 
because of the absence of private in- 
vestment outlets. It is difficult to in- 
sure that taxes will tap only otherwise 
idle funds, but this is likely to be the 
case in large measure when steeply pro- 
gressive personal income taxes and taxes 
on the undistributed and uninvested 
profits of corporations are used. Since 
it is unnecessary to reduce the total of 
private expenditure, sales or excise taxes 
should be avoided. The objective of 
tax policy should be to shun all taxes 
which tend generally to reduce con- 
sumer expenditure and to employ those 
taxes which fall to the greatest extent 
possible on otherwise idle funds. By 
this procedure the government takes by 
taxation the same idle funds it would 
reach by bond sales to individuals and 
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business enterprises (unless bond pur- 
chases were made from borrowed funds) 
but escapes the aftermath involved in 
loan financing. 

Under the above conditions, there 
would be little more (perhaps less) rea- 
son for governmental interference with 
the price system than prior to defense 
purchases. Increases in demands in 
particular directions usually would be 
expected to produce typical supply-price 
reactions. There would be a basis for 
governmental price fixing only if there 
were no (or limited) elasticity of sup- 
ply in relation to large increases in de- 
mand or if the monopoly power of in- 
dividual firms and combinations were 
utilized for unjustified price raises. The 
former undoubtedly could normally be 
handled by direct negotiation in con- 
nection with government purchases, par- 
ticularly if such buying were properly 
centralized. The latter should be dealt 
with through vigorous antitrust action 
in so far as it is subject to this attack.® 
Most likely significant price increases 
might appear in some commodity fields 
out of the exercise of independent mo- 
nopoly power not open to legal redress. 
But these conditions would not be pe- 
culiar to the defense program (unless 
antitrust activities were dropped) and 
probably have more serious social mal- 
effects during periods when unemploy- 
ment is relatively larger. A case could 
be made for governmental price fixing 
only on the score that the defense pe- 
riod should be utilized as an occasion 
for replacing private price controls by 
governmental controls in those areas in 
which such controls have been given 
legal recognition or in which oligo- 
polistic price restraints are effective and 
not actionable. 


FULL UTILIZATION OF RESOURCES 


The rate of expenditures for national 


3Cf. Thurman Arnold, The Bottlenecks of 
Business (1940), Chap. 4. 


THE ANNALS OF THE AMERICAN ACADEMY 


defense at present is not necessarily in- 
dicated by the size of appropriations. 
Months may elapse before expenditures 
out of appropriations become signifi- 
cant. When the program of national 
defense gets under way on a broad 
front, however, it will be inevitable that 
readjustments must be made in the 
economy. The goods and services for 
national defense require particular kinds 
of resources; the idle resources of the 
economy, then, must be examined both 
quantitatively and qualitatively in the 
light of the specific requirements of the 
defense program. Even though full 
employment has not been approached 
for the economy as a whole, bottlenecks 
will be likely to develop at strategic 
points, requiring diversion of certain 
kinds of resources from production for 
civil consumption to production of de- 
fense goods if these bottlenecks are to 
be broken and the defense program is 
to proceed with efficiency and speed. If 
an emergency situation develops, in- 
volving actual participation in war or 
rapid preparation for war, the demands 
of national defense may become so 
urgent that all idle resources will be in 
use but with defense demands still un- 
satisfied. Both in the case of bottle- 
necks at strategic points and in the case 
of emergency, reallocation of resources 
would become imperative, although in 
the latter case the amount of realloca- 
tion would be larger. 

The objective of fiscal policy with 
full utilization of resources would shift 
sharply from that of a period when an 
abundance of idle resources is available. 
If the government were to get the pur- 
chasing power necessary to acquire com- 
mand over the needed resources by bond 
sales which did not represent equivalent 
reduction of consumer expenditures or 
by direct creation of money, except in 
special cases of direct negotiation, it 
would in general secure the needed re- 
sources by offering a higher price than 


Downloaded from ann.sagepub.com at OAKLAND UNIV on June 6, 2015 


Tax Poticy AND Price Frxinc as Economic CONTROLS 


private bidders would be prepared to 
offer. Such an inflationary policy, how- 
ever, would be both costly to the gov- 
ernment and cumbersome and uncer- 
tain, since in many cases civil demand 
would be so inelastic as to be unaffected 
by anything short of skyrocketing 
prices. Moreover, if price increases 
were to occur over a significant area of 
the economy, there would be a diversion 
of real resources from consumers to the 
entrepreneurial group,* involving not 
only gross inequities but possibly social 
and political unrest which might inter- 
fere seriously with a united defense 
effort. 

On the other hand, if the govern- 
ment were to reduce through taxation 
the amount of private purchasing power, 
thus releasing resources needed for de- 
fense purposes, the undesirable conse- 
quences discussed above would be 
avoided in large measure. It should be 
noted that in either case the transfer 
of resources would be finally effected; 
but with the first method the transfer 
would come chiefly from price increases 
which drove private purchasers from the 
market, while with the second method 
the transfer would come largely without 
price increases because of the reduction 
of private spendable funds and the off- 
setting increase of governmental ex- 
penditures. 


EQuatING TAXES AND EXPENDITURES 


In attempting to equate tax collec- 
tions and governmental expenditures on 
defense account, taxes falling solely 
upon those in the higher income groups 
would be inadequate. If a significant 
reduction of civil consumption should 
be necessary to free resources needed for 
defense production, taxes must fall upon 
the large group with small incomes as 
well, since this group accounts for a 


4J. M. Keynes, How to Pay for the War 
(1940), Chap. I. 
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substantial part of total consumer ex- 
penditures.® 

Moreover, restriction of consumption 
of luxuries alone would be inadequate, 
since it might not free resources most 
needed for defense purposes. The im- 
portant distinction is not between lux- 
uries and necessities, but rather is in 
terms of whether or not the production 
of goods for civil consumption requires 
resources urgently needed for defense 
purposes. Qualitative as well as quan- 
titative restriction should be exercised. 
Even with drastic increases in rates of 
personal income taxation or the estab- 
lishment of a ceiling on annual personal 
incomes, it would be doubtful whether 
tax collections could be equated with 
defense expenditures. Moreover, the 
personal income tax as it now operates 
would not be sufficiently flexible for the 
purpose, and there is a time lag between 
the adoption of rate changes and the 
restriction of consumer purchasing 
power. The changes necessary to 
equate income tax collections and de- 
fense expenditures would prove disturb- 
ing to taxpayers and would complicate 
administration. Complaints against 
rate changes would be accentuated 
greatly if changes were to be made suf- 
ficiently rapidly to equate yield with an 
uneven pace of defense outlays. The 
same objections apply, although prob- 
ably not with equal force, to estate 
taxes. 

Excess profits taxation also would be 
inadequate. The yield would be in- 
sufficient in relation to the level of 
defense expenditures, administrative dif- 
ficulties would be significant, and the 
desired degree of flexibility would be 
virtually impossible to achieve. Yet 
unless more adequate means of reaching 
“excess” profits can be found, there is 
need for retaining an excess profits tax. 
The psychological advantage, moreover, 


5 National Resources Committee, Consumer 
Expenditures in the United States (1939). 
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is not to be ignored. It should be 
borne in mind, however, that if control 
devices succeed in preventing drastic 
price increases, there would be very 
few excess profits to tax. Prevention of 
excess profits is by all odds preferable 
to taxing them after they appear. 

High productivity and relative ease 
of administration commend indirect 
taxes to a government, but such taxes 
should be used only as a last line of 
fiscal defense. Indirect taxation is more 
burdensome in proportion to its yield 
than is direct taxation,® it is relatively 
regressive, and the distribution of bur- 
den is in large measure unknown be- 
cause of the uncertainties of incidence. 
Sales and turnover taxes, even though 
they are flexible and could be produc- 
tive of sufficient revenue to equate tax 
collections and defense expenditures, 
suffer from these shortcomings. 

In general, sales and turnover taxes 
are more objectionable than a graduated 
wage tax. Such a tax possesses the de- 
sired flexibility since rate changes could 
be made easily. Collection at the source 
(already with precedent under provi- 
sions of the Social Security Act) would 
reduce administrative complications. If 
civilian consumption must be decreased, 
then a choice must be made between 
“the hook of taxation or the crook of 
inflation” as methods of apportioning 
this sacrifice among individuals and 
economic groups. A wage tax collected 
at the source would be a less burden- 
some method of allocating this sacrifice 
than would borrowing or the direct cre- 
ation of money. 

Tax policy appropriate to a situation 
of full employment with emergency 


6M. F. W. Joseph, “The Excess Burden of 
Indirect Taxation,” Review of Economic 
Studies, 6, No. 3 (June 1939), pp. 229-230; 
H. Hotelling, “The General Welfare in Rela- 
tion to Problems of Taxation and of Railway 
and Utility Rates,” Econometrica, 6, No. 3 
(July 1938), pp. 242-269. 
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pressures would involve maximum use 
of income, estate, and excess profits 
taxation, supplemented by taxes which 
would achieve over-all restriction of 
consumption. A graduated wage tax 
would seem the least objectionable 
method of bringing about this restric- 
tion.? The Keynes Plan, discussed by 
Professor Groves elsewhere in this vol- 
ume, has much to commend it as a 
method of over-all consumption restric- 
tion. 

Such a tax policy, however, should 
be implemented by other control de- 
vices. Reduction of purchasing power 
in the hands of consumers would not be 
enough, since consumers’ reactions to 
such reduction would be uncertain. 
They might continue to purchase goods 
which required resources urgently 
needed for defense purposes while re- 
stricting purchases of other goods using 
less essential resources. In addition, 
the optimism bred by defense activity 
or war might lead to widespread pur- 
chasing on an installment basis or with 
proceeds of bank loans. The first 
World War provides ample illustration 
of this. Nor would taxation alone in- 
sure that supplies of scarce goods would 
be distributed equitably among con- 
sumers. With unequal distribution of 
money incomes, it would be inevitable 
that, in the absence of other controls, 
demands of some consumers would be 
met fully while others would go un- 
satisfied. Finally, taxation would be a 
slow method of control. Rapid reallo- 
cation of resources, and not merely re- 
striction of consumer expenditure, would 
be necessary. The reaction of produc- 
ers to reduced consumer demand would 
not be instantaneous, nor would the 
diversion to defense needs of resources 
freed by declining output of consumers’ 
goods be an automatic process. 

7 If even more drastic restriction should be- 


come necessary, the tax might be broadened 
to include other types of incomes. 
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Price FIXING 


If fiscal policy has succeeded in 
checking a major inflationary upswing, 
then there should be little demand or 
need for general governmental price fix- 
ing as full utilization is approached. 
Price fixing should be employed pri- 
marily (1) to correct maladjustments, 
(2) to conserve public morale and 
health, (3) to protect the government 
as purchaser against extortionate prices, 
(4) to stimulate production where es- 
sential, and (5) to prepare the way for 
postwar readjustments. 

Undoubtedly the approach to full 
utilization would produce serious mal- 
adjustments. Acute shortages in some 
segments of the economy would nor- 
mally produce significant price increases 
under the free price system. If these 
shortages and price increases were for 
commodities essential for war consump- 
tion, then a combination of rationing 
and maximum price fixing should be 
invoked. Price fixing alone would not 
be adequate because it would not guar- 
antee that the limited supplies would be 
distributed according to needs. [If it 
were considered desirable to stimulate 
production, then a minimum price guar- 
antee in relation to the maximum might 
be an effective means, particularly if 
production were scattered among many 
small-scale operators with whom direct 
contracting was not feasible or was too 
expensive or time consuming. Price 
fixing might very well be employed also 
in case of scarcities, even if civilian con- 
sumption standards are not directly at 
stake, in order to remove the threat 
to general morale that “profiteering” 
arouses or to hold government purchase 
costs to reasonable levels. Reasonable 
prices when the government is a major 
source of demand may well be consid- 
erably below the prices that the short- 
run, free price system would produce.’ 

8 Cf. Hardy, op. cit., p. 66. 
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Fortunately, the maintenance of produc- 
tion in emergency conditions is possible 
without the fulfillment of normal, peace- 
time profit expectations. 

If we find ourselves in the “shooting 
war’ in a large way, with its additional 
emergencies and pressures, then the 
price policies outlined in the preceding 
pages will become even more necessary. 
But war emergencies without general in- 
flation need not require general price 
fixing. That is, price fixing should be 
selective. The chief problem would be 
to maintain a reasonable standard of 
living, if at all possible, and to hold 
down the purchase prices of war sup- 
plies. Selective price fixing over a lim- 
ited portion of the economy need not 
force the government into general price 
fixing.® Admittedly there would be a 
strong industrial and public clamor for 
the extension of price fixing once the 
government began to assume responsi- 
bility for a portion of the price struc- 
ture. But there is no inherent reason 
why selective price fixing should lead to 
price fixing for the balance of the econ- 
omy. The alarmists who take this posi- 
tion overlook the fact that in normal 
times there is already a considerable 
body of governmental and private price 
fixing plus the rigidities of imperfect 
competition without producing this al- 
legedly logical outcome. Admittedly, 
the expansion of price fixing in the short 
run would increase difficulties of ad- 
justment in many cases, but contrari- 
wise the combination of war motivation 
and full utilization of resources would 
lighten the burden by contrast with de- 
pression conditions. 

If unsound fiscal policies produced a 
major inflationary upsurge, then the de- 
mands for general price fixing would be 
magnified. The dual threats to public 
morale and to governmental war costs 
would inevitably force the government 
into an increasingly large amount of 

9 Cf. Hardy, op. cit. 
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price fixing. Undoubtedly an attempt 
would be made to freeze the general 
price level at some arbitrary point be- 
cause of the seeming simplicity of this 
solution. Needless to say, this proce- 
dure would immediately force the gov- 
ernment into direct intervention in in- 
dustry on a large scale. It should be 
stressed that if fiscal policy does not 
restrain a major inflation then any pro- 
gram of price fixing developed out of 
short-run clamors will be merely a stop- 


gap. 


POSTDEFENSE OR POSTWAR 
READJUSTMENTS 


The postdefense or postwar situation 
will be analogous in many respects to 
the condition of partial utilization of 
resources discussed above. When the 
government’s demand for defense goods 
and services slackens, resources will be 
freed and reallocation from defense to 
consumer goods production will become 
the primary objective. This realloca- 
tion can be effected with a minimum of 
disturbance to the economy if consumer 
purchasing power can be increased in 
the period immediately following the 
emergency. The appropriate tax policy 
now would be the repeal of those levies 
which fell primarily upon the lower 
income groups and which thus restricted 
consumption, ie. wage taxes, sales or 
turnover taxes, and excise taxes except 
on luxury goods. Tax revenue should 
be derived primarily from higher income 
groups, absorbing funds which would 
otherwise be idle. 

If we escaped a major inflation during 
the defense or war period and if price 
fixing were merely selective and invoked 
only when better alternatives through 
the indirect manipulation of supply and 
demand relations were not feasible, then 
postwar price readjustments will be at 
aminimum. This is not to suggest that 
the problem will not be serious. Even 
on the basis just assumed (by contrast 
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with an inflationary situation), it will 
require consummate wisdom and skill 
to make this transition without tre- 
mendous social upheaval. Public pol- 
icies in relation to the requisite adjust- 
ments range far beyond the confines of 
this paper. As far as the use of price 
fixing is concerned, the postdefense pe- 
riod will offer a major regulatory issue 
as well as opportunity. In general, the 
industrial situation potentially will be 
similar to that which produced the 
N.R.A. and the post-N.R.A. crop of 
control procedures and private distribu- 
tive price control rights.° Under a 
condition of partial utilization of re- 
sources, particularly if there is a down- 
ward trend and relatively fixed wage 
or other costs, it is inevitable that in- 
dustry will attempt to protect itself by 
inhibiting price cutting. Hence, as dur- 
ing the depression, the alleged evils of 
price cutting will be publicized and 
great pressure will be placed upon the 
courts and government for legal assist- 
ance in programs to hold or raise prices 
and to restrict output. Obviously, such 
attitudes and policy will run counter to 
the general interest in increasing or 
maintaining production and employ- 
ment. 

This general state of affairs is, of 
course, just the reverse of that of the 
defense and war period, when the public 
interest crystallized against price raises. 
Further, the increase in or full utiliza- 
tion of resources and war motivation 
undermined both the need and the de- 
mand for the private price controls. 
Under these circumstances, an excellent 
opportunity will have been missed if 
plans are not laid to insure that private 
price fixing and restrictive programs do 
not replace those of the government and 
the competitive pressure of free markets 
in the period of readjustment. It should 


10 For a discussion of the latter, see E. T. 
Grether, Price Control Under Fair Trade Leg- 
islation (1939). 
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be possible by now to make it clear to 
private industry that the total effect of 
private restrictions is general depres- 
sion, not prosperity. 

In making the above statement, the 
writers are thoroughly aware that no 
single policy (as the breakdown of le- 
gally protected private price controls) 
in itself will produce the economic mil- 
lennium. Further, the whole problem is 
essentially qualitative, not quantitative. 
Sweeping prohibitions of monopoly and 
combination and friendly gestures to- 
ward a “free market” are not enough. 
It is not competition per se or monop- 
oly per se that is to be preserved or 
prevented, but it is certain types or 
expressions of competition or monopoly 
that are at issue. An unfortunate as- 
pect of this whole issue is that economic 
analysis has not as yet provided an 
adequate basis for judging the total 
effects upon the economy of price in- 
creases and decreases in particular seg- 
ments. One thing, however, is clear: 
that it would be an exceedingly bad 
beginning for the postwar period of re- 
adjustment if the private price controls 
that are already current or may be ex- 
pected to arise were in general tolerated 
or given legal recognition. 


SUMMARY AND CONCLUSIONS 


Under conditions of partial utiliza- 
tion, it would not be necessary to effect 
drastic restrictions of private demand 
or material reallocation of resources. 
If the supply of goods increases at the 
same rate as the supply of money, there 
need. be no severe price dislocation. 
Appropriate fiscal policy in a period of 
partial utilization would be to tax other- 
wise idle funds as much as feasible. 
Sales and excise taxes would have little 
place in such a period since there would 
be no necessity for reducing consumer 
expenditures. The inflationary dangers 
of loan financing would be at a mini- 
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mum, but if taxes rather than bonds 
could be used to reach the same idle 
funds, the financial aftermath of loan 
issues could be escaped. With such a 
fiscal policy, price fixing would be neces- 
sary only in those areas of the economy 
where essential supplies were scarce 
and relatively inelastic or where monop- 
oly control were used to bring about 
unwarranted price increases. Such con- 
trols, however, should be selective and 
should be used only where other reme- 
dies were not available. 

Under conditions of full utilization of 
resources, maximum use should be made 
of income, estate, and excess profits 
taxes; but, because of time lags, such 
taxes alone would not produce the equa- 
tion of collections and defense expendi- 
tures necessary if price dislocations are 
to be escaped. Taxation must reach 
virtually all incomes, including those of 
wage earners; the least objectionable 
method of accomplishing this would be 
a graduated wage tax collected at the 
source. 

With full utilization, the need for 
price fixing would become greater. If 
the rigorous tax policy outlined above 
were adopted, a general price increase 
undoubtedly could be avoided, but 
changes in relative prices would be in- 
evitable. Fiscal policy alone would be 
inadequate to control the situation, and 
defense mobilization might well be ren- 
dered more costly and public morale 
might be lowered by uncontrolled price 
changes. Fiscal policy would not be a 
sufficiently sensitive control device, nor 
would it be sufficiently rapid to be re- 
lied upon exclusively. If, on the other 
hand, drastic fiscal policy should be 
impossible because of political pres- 
sures, the need for price fixing would 
become even more urgent. Inflationary 
financing in a period of full employment 
would necessitate not only price fixing, 
but the use of the whole range of control 
devices to avoid catastrophe. 
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In the period of postdefense readjust- 
ment, the objective of fiscal policy 
should be to reach otherwise idle funds 
to the largest extent possible. Con- 
sumer expenditures should not be re- 
duced by indirect taxation, and emer- 
gency sales, excise, and wage taxes 
should be promptly repealed. The ob- 
jective of price controls now would 
shift from restraining price increases to 
inhibiting the private controls that 
would be introduced in order to check- 
mate price cutting. 

Finally, the writers wish to point out 
three admitted weaknesses in their anal- 
ysis: (1) tax policy, and to some extent 


price policy, has been analyzed in terms 
of theoretically ideal procedures; (2) 
price fixing was discussed in general 
terms instead of by reference to the 
particular types adaptable to varying 
situations; and (3) the alternatives to 
direct price fixing were not presented. 
The latter two gaps in analysis are the 
product of space limitation. As for the 
first, most likely the fiscal policies em- 
ployed will not be as adequate as 
sketched either because of unwisdom or 
political expediency. It is hoped, at 
the very least, that the compromises in 
fiscal policy will not be so great as to 
engender a major spiral of inflation. 
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